DEAR 915.404-4-72 SPECIAL CONSIDERATIONS FOR COST-PLUS-AWARD-FEE CONTRACTS

(a) When a contract is to be awarded on a cost-plus-award-fee basis several special considerations are
appropriate. Fee objectives for management and operating contracts or other contracts as
determined by the Procurement Executive, including those using the Construction, Construction
Management, or Special Equipment Purchases/Subcontract Work schedules from 48 CFR 915.404-4-
71-5, shall be developed pursuant to the procedures set forth in 48 CFR 970.15404-4-8. Fee
objectives for other cost-plus-award-fee contracts shall be in accordance with 48 CFR 916.404-2 and
be developed as follows:

(1) The base fee portion of the fee objective of an award fee contract may range from 0% up to the
50% level of the fee amount for a Cost-Plus-Fixed-Fee (CPFF) contract, arrived at by using the
weighted guidelines or other techniques (such as those provided in 48 CFR 915.404-4-71 for
construction and construction management contracts). However, the base amount should not
normally exceed 50% of the otherwise applicable fixed fee. In the event this 50% limit is
exceeded, appropriate documentation shall be entered into the contract file. In no event shall the
base fee exceed 60% of the fixed fee amount.

(2) The base fee plus the amount included in the award fee pool should normally not exceed the fixed
fee (as subjectively determined or as developed from the fee schedule) by more than 50%.
However, in the event the base fee is to be less than 50% of the fixed fee, the maximum potential
award fee may be increased proportionately with the decreases in base fee amounts.

(3) The following maximum potential award fees shall apply in award fee contracts: (percent is stated
as percent of fee schedule amounts).

Base Fee Percent | Award Fee | Maximum Total
Percent Percentage
50 100 150
40 120 160
30 140 170
20 160 180
10 180 190
0 200 200

(b) Prior approval of the Procurement Executive is required for total fee (base plus award fee pool)
exceeding the guidelines in 48 CFR 915.404-4-72(a)(3).

[Final rule, 63 FR 56849, 10/23/98, effective 11/23/98; Final rule, 64 FR 12220, 3/11/99, effective
4/12/99]



